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EDITORIAL DEPARTMENT NOTE 


In this issue of our Bulletin we are bringing to our members four papers 
on various phases of Branch Accounting. During the past two decades 
big businesses have found it to their advantage to establish branches 
through which they might carry on their activities more effectively than by 
attempting to control the organization entirely from one office. A big ques- 
tion which has always confronted companies having several branches is 
whether or not they should have decentralized operation and centralized 
control or whether operation and control both should be decentralized with 
the main office only setting the general policies to be followed by the 
branches. I believe our members will find these papers interesting and 
instructive and they reflect some pretty general trends relative to the opera- 
tion of branches. 

Mr. G. W. Darrow, the author of the first paper on Branch Accounting 
Methods, after leaving the service in 1919 located in the West where he 
spent nine years in the oil business. His experience included the office 
management, system installations and accounting, including costs, in the 
production, refining and marketing of crude oil and its products. During 
that time, Mr. Darrow was connected with the United States Oil and Re- 
fining Company of Osage, No a the Arrow Oil and Refining Company 
of Lewistown, Montana, and C. Tibbens, independent oil operator of 
Tulsa, Oklahoma. He then ae connected with the Richardson Corp. 
of Rochester, New York, ing charge of their branch and concession ac- 
counting. He is now with the ty of Monroe, having accepted a position 
in charge of the accounting for the Emergency Work Bureau of that county. 
Mr. Darrow has just been elected a director of the Rochester chapter for 
the year 1932-33. 

The author of the second paper, Mr. Robert W. Saunderson, studied at 
the Rochester Business Institute and was graduated from that institution in 
both the Commercial and Teachers’ training courses. The next year he 
taught commercial subjects in the Rochester Business Institute. Following 
that, he became connected with The Todd Company in the Branch Account- 
ing Department and ——. a this — for one year. Upon his 
return from service in the U. again went into the employ of 
The Todd Company, and dear J — been Assistant Auditor, Auditor 
in charge of cost and general accounting, and in 1931 was elected Assistant 
be yd ont still serves in this capacity. 

Mr. W. L. Jordan, the author of the third paper, after attending Denison 
University i in Ohio and Pace Institute of Accounting in New York, taught 
Accountancy and Allied Subjects in the high schools of New Jersey and 
Ohio. He then became a teacher of Accounting in the Y. M. C. A. of 
Dayton, Ohio. Following his career as an instructor, Mr. Jordan assumed 
the position of Cost Accountant and Traveling Auditor of the Frigidaire 
Corp. of Dayton. At the present time is Assistant Treasurer of the Delco 
Appliance Corp. of Rochester. 

he author of the last paper, Mr. Charles W. Tucker, is a graduate of 
the Bentley School of Accounting and Finance of Boston, and is a Certified 
Public Accountant of the State of Massachusetts. His business experience 
has been varied, having occupied positions as cost accountant, public ac- 
countant, office manager, treasurer and controller with concerns engaged in 
the manufacture and distribution of underwear, light fixtures and dairy 
products, as well as public accounting, real estate development, charitable 
— Pg ious organizations. Mr. Tucker has been a member of the 
é A. since 1920. He | at present Director of Publications of 
Chapter at whose annual meeting in May he was elected First 
Vice President for the coming year. 
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BRANCH ACCOUNTING METHODS 


By G. W. Darrow, Monroe County Emergency Work Bureau, 
Rochester, N. Y. 


_ branches are not large enough to warrant the employ- 

ment of an experienced accountant and even sometimes 
when a minority of the branches might reasonably be expected 
to do so, it is found desirable to maintain the general books of 
account at the home office of the company. This method insures 
a greater degree of accuracy at a minimum of cost. 

First it is necessary to supply each branch with a manual which 
will clearly outline all of the details for its operation. This man- 
ual should set forth the responsibilities and duties of the manager 
and other employees to accord with the general policies of the 
company. Then should follow detailed instructions for the branch 
operations including the stockroom or warehouse tie-up with the 
office routine and an explanation of the reports which it is neces- 
sary to send the home office such as is explained in the following: 


Orders, Shipments and Invoices 


When an order is received by the branch it is typed on a set of 
fanfold forms consisting of six copies. The first three copies 
will be standard invoice forms and the last three copies will be 
used as a shipping order. The unit prices will be shown on the 
first three copies and where it is known the stockroom can com- 
pletely fill each order, the extensions can also be made at the same 
time thus completing the invoice. Where it is necessary for the 
order to be put up by the stockroom before being sure of the 
quantity and items shipped, it is better to leave the extensions 
until the order is shipped before completing the invoice. The 
second three copies will be given to the shipping clerk who will 
be responsible for the filling of the order ready for delivery. 
Should he be unable to fill the order completely, he will change the 
quantities and items to conform with the shipment, showing that 
the unshipped items and quantities are either back-ordered or can- 
celled—according to the instructions from the office. 

The first two copies will accompany the shipment if it is a local 
delivery and the third copy of the shipping order will be retained 
by the shipping clerk. When the merchandise is delivered, the cus- 
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tomer will receipt for it on the first copy and the delivery man will 
leave the second copy with the customer. The signed copy will be 
returned to the shipping clerk who will check his copy to show that 
the goods have been delivered and then turn the receipted copies 
over to the office. The copy which he has retained will be filed 
either by number or alphabetically by customer as is considered 
more convenient. 

When shipments are made by freight or express, the shipping 
clerk will make out the bill of lading or express receipt. Either 
form should be made out in triplicate, the original and one dupli- 
cate being returned to the office, together with the office copy of the 
shipping order, after they have been receipted for by the carrier. 

When the signed delivery receipts are received in the office, the 
clerk will then complete the extensions on the invoices if that work 
has not already been done and mail the invoices together with 
copies of the shipping receipts if any, to the customers. The du- 
plicate copies of the invoices will be mailed daily to the Home 
Office branch accounting department and all original bills of lading 
and express receipts will be mailed to the traffic department at the 
Home Office. The triplicate copies of the invoices will be retained 
by the branch office and will have attached to them the signed 
copies of the delivery receipts. 


Returned Goods and Credit Memos 


When merchandise is returned, a returned goods slip will be 
made out in triplicate by the receiving clerk and the original and 
duplicate copies sent in to the office. From the original returned 
goods slip will be made up a credit memorandum in triplicate and 
these copies will be handled in the same manner as the invoices. 

The duplicate copy of the receiving slip will be placed in a 
folder until the end of the month when they will be used to com- 
plete the inventory sheet. 


Accounts Receivable and Deposits 


The branch clerk will then file these invoices alphabetically in an 
unpaid invoice file which will constitute the accounts receivable. 
As remittances are received each day from the customers, the clerk 
will remove from the unpaid file those invoices which are paid and 
mark them as to whether they were paid by check or cash, also date 
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of payment and the amount of the check. Should the payment be 
on account instead of in full for one or more invoices, then the 
amount paid should be deducted from the total due by that cus- 
tomer showing the balance which he still owes. 


CASH BOOK 
Form 1 


The clerk is now ready to make up the daily deposit report from 
the remittances received and the invoices which have been paid. 
(See Form No. 1.) This cash book form will be made out in 
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duplicate although it is not necessary to make out a second copy 
of the deposit slip. The duplicate copy of the cash book form 
will be retained by the branch, the original will be mailed to the 
Home Office daily after being stamped by the bank as receiving 
the amount deposited. The cash sales will be listed first, the in- 
voice number and amount of each invoice being given, also the 
discount allowed if any. Next will be shown the name of the 
customer from whom a check was received and a list of the invoice 
numbers and amounts of the invoices being paid will be shown on 
this form. Opposite the last invoice listed as being paid by each 
customer will be shown the total amount of discount which this 
customer may have taken. At the right of the form will be listed 
the cash received from cash sales or from any customer paying 
by cash. Then opposite the last invoice listed as being paid by each 
customer by check will be shown the name of the bank on which 
the check is drawn and the amount of the check. The total of the 
credit column; less the discount will equal the deposit which is 
made as all receipts are to be deposited intact. The invoices which 
have been paid will then be filed in the “paid” file, alphabetically 
by customer. 


Monthly Siatements 


At the end of each month, the clerk will make out statements 
in triplicate covering all invoices remaining unpaid, mailing the 
original to the customer and duplicates to the Home Office, and 
he will attach the triplicate copy to the unpaid monthly invoices. 
Should there remain a balance due from the previous month, that 
amount will be listed on the present month’s statement with the 
invoices for the current month added to it. The statement forms 
should be attached to the invoice copies with a wire stapling ma- 
chine. Next, a typewritten list in duplicate of the accounts re- 
ceivable will be made out and totalled. The original will be sent 
to the Home Office and the duplicate given to the branch manager 
who will also act as credit manager for the branch. The state- 
ments will then be returned to the file. 


Petty Cash Fund 
To meet the expenses of the branch, consisting of salaries and 
commissions, rent, office expense, etc., a sufficient amount of 
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money should be supplied each branch manager who will deposit 
the money in the company’s name in a bank selected or approved 


Mo. 2. 
City. 
Date. 
Gentlemen: 

Below you wi!l find a list of checks drem by us on the Penk 
of from 193... to inclusive. 
‘Date. Check 
ssued.| To Whom Payebdle. No. Amount. Dise. In Payment of Anoun’ 

Form 2 


by the Home Office. The branch manager will sign the checks 
drawn on this account. These funds will also be subject to with- 
drawal by the Treasurer or some other official of the company, 
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merely as a precautionary measure. This fund will be operated 
on the imprest method. 


Checks Drawn Report 


As the petty cash fund becomes nearly depleted and, in any 
event, on the last working day of the month a Checks Drawn 
Report in duplicate (Form No. 2) will be filled out by the branch 
office showing the name of the bank on which the checks were 
drawn, the dates during which they were drawn and listing each 
check as to date issued, payee, check number, amount and dis- 
count taken. In addition to this, the branch office will show the 
distribution of the payment according to a classification of ac- 
counts (supplied by the Home Office) either by account name or 
number and the amounts chargeable to each account. The original 
copy of this report, together with the invoices or receipts covering 
it are to be mailed to the Home Office who will mail to the branch 
a check for the total amount of the expenditures reported. 


Accounts Payable 


On the first of the month a list in duplicate will be made out on 
a form similar to the checks drawn report showing all accounts 
payable for the previous month which were not paid by the last 
day of the month. The proper distributions will be shown the 
same as on the checks drawn report and the original of this list 
will be mailed to the Home Office as soon after the first of the 
month as possible, accompanied by the invoices reported. 

When the accounts payable are paid by the tenth of the month, 
the checks can be made out from the information contained on 
the accounts payable list and the distribution shown on the checks 
drawn report will be “Accounts Payable.” 


Inventories 


The branch will receive a memo invoice for all merchandise 
shipped them by the company which will give the office an oppor- 
tunity to check each shipment. At the end of each month the 
branch clerk will fill out an inventory form in duplicate (See Form 
No. 3) showing the inventory on hand the first of the month, re- 
ceipts during the month and total. The quantities from the 
physical inventory which has been taken and checked will then be 
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entered in the “inventory end of month” column and these figures 
deducted from the figures in the total column. The differences 


Porm No. 3. 
Brened City 


Inventory Month Of_ 


FIRST Ho 


Form 3 
between these two columns will be entered in the next column 
headed “Monthly Sales.” Any variations will be noted in the 
column reserved for remarks. 
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An analysis will be made of the returned merchandise items and 
the quantities returned will be entered as a separate item on the 
inventory sheet in the “Received” column. 


Bank Statements 


The bank statements covering the Imprest Fund at each branch 
should be mailed by the banks directly to the Home Office at the 
end of each month together with the cancelled checks. The branch 
office should balance their fund each time a Checks Drawn Report 
is mailed to the main office. This can be done by deducting from the 
original fund they are supposed to have, the amount of the checks 
being reported plus the amount of any previous report for which 
they may not have been reimbursed at present, and the difference 
should be their correct bank balance. The balance as shown by 
their check stubs on the last day of each month, after being checked 
in the manner described above, should be noted on the end of the 
month checks drawn report. The Home Office will then verify 
this balance with their record after the bank statement has been 
checked and any differences caused by exchange charged or inter- 
est credited, or from errors made by the branch office will be 
noted and a letter written to the branch covering the necessary 
corrections on their bank balance. 


Branch Audits 


As the control is so completely in the hands of the Home Office, 
it will not be necessary to make an audit at the branch oftener 
than once a year although twice a year might be found more satis- 
factory. 

The audit would consist of the merchandise inventory princi- 
pally, the cash on hand and accounts receivable. The regular 
routine as followed in the warehouse and office should also be gone 
over to make sure the branch work is being followed in the proper 
manner. 

At the end of each fiscal year, the accounts receivable should 
be verified by sending out verification letters from the Home Office 
with a self-addressed stamped envelope enclosed for the cus- 
tomer’s reply. Should there be some question as to the authen- 
ticity of the accounts receivable from any branch, this method 
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should be followed immediately so that any discrepancies would 
show up at once. 


Home Office Procedure 


The method of handling the branch reports at the Home Office 
will be explained in the same order as has been given for the 
branch procedure. Therefore, we will start with the sales in- 
voices. 

As stated in the branch instructions, the second copy of each 
branch sales invoice is mailed to the Home Office. If the quantity 
of invoices are sufficient they are analyzed daily, otherwise weekly 
or semi-monthly. 

To record the sales analysis, strips will be printed with the 
names of all sales items by sizes, listed one under the other. At 
the top of the strip will be room for the dates covered by the 
invoices, name of branch also the name of the salesman if that 
information is desired. These strips will be punched every half 
inch to fit on a pegboard. A column either one-half or one inch 
wide will appear on the left side for quantities and a space one 
inch wide on the right hand side will be used for the sales amounts. 
There will be left sufficient space in between for the names and 
sizes of the products sold and also for a cost value column. 


The clerk will then thumb through the accumulated invoices for 
a branch and accumulate at one time on a twelve bank machine, 
the quantities and amounts of each sale item. The totals for each 
item will be listed on the strips and the grand total of the sales 
will be shown at the bottom of the sheet. The invoices will also be 
totalled and the two totals should agree. 

At the end of the month the daily strips will be placed on the 
pegboard so that the left hand column with the quantities will be 
in view for each strip. With the aid of the T square which is a 
part of the pegboard, the total quantities of each item will be 
accumulated and entered on a blank strip. The strips for that 
branch for the month will then be “fanned” from right to left in 
order that the amounts may be totalled and entered on the total 
sheet. 

Should there not be sufficient invoices to analyze the sales more 
than once a week or semi-monthly, then it would not be necessary 
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to purchase a pegboard just for this work. Instead, there is a bar 
manufactured which can be placed upon the desk and the strips 
are held in place by small catches with sharp points and the figures 
on similar lines can be more easily determined with the aid of a 
ruler. 

The accounts receivable will be kept at the Home Office the 
same way as at the branch—by the bookless bookkeeping method. 
At the end of the month after all payments have been deducted, 
the accounts receivable as shown by the Home Office will be 
checked against the list from the branch and also with the general 
ledger balance as soon as the trial balance is obtained. 

The deposit reports, upon receipt of them from the branch, will 
be audited and the payments entered upon the accounts receivable. 
The totals will be shown on the deposit report covering the credits 
to accounts receivable and possibly some general ledger accounts 
and the charges to the bank and to discount allowed. These 
deposit reports are then ready for the bookkeeper. 

All receipts are deposited intact by the branch in a separate 
bank account from the petty cash. No one at the branch has 
authority to withdraw any funds from this account. Only signa- 
tures of the Treasurer or other authorized official of the company 
will be accepted by these banks. At stated intervals, perhaps 
weekly, (depending upon the volume of sales at each branch) a 
draft for the entire sales of the period will be drawn and put 
through as a deposit in the main depository of the company. 
These drafts will be credited to Accounts Receivable Branch on 
the general books of the company and a journal entry will be 
made by the branch auditor crediting the branch bank and charg- 
ing Accounts Payable—Main Office with the amount of the draft. 

As the checks drawn reports are received from the branches, 
they will also be audited and the distributions corrected where 
necessary before being given to the bookkeeper for entry 

The branch auditor will then turn these reports over to the 
Cashier so that a check may be drawn in favor of the branch to 
bring their imprest fund up to the required amount. This check 
will also be run through accounts receivable on the general books 
and accounts payable on the branch books. 

At the end of the month when the accounts payable lists are 
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received from the branches, they will also be audited before being 
passed on to the bookkeeper. 

A perpetual inventory should be kept of the various products 
on hand at all branches. A Visiblex or similar binder should be 
used for quick reference and simplified handling. 

As all shipments of products to each branch are covered by 
memo invoices, the items on these invoices will be entered in the 
inventory record showing quantity, date of shipment and order or 
invoice number. The monthly sales analysis strips will be used for 
entering the total sales of each item in the inventory record. 

When the end of the month inventory is received from the 
branches, it will be checked against the Home Office records and 
any discrepancies will be checked. If the branch offices have made 
any errors in their records, the auditor will take these differences 
up with them. 

To obtain the cost of goods sold for each branch, the branch 
sales as shown by the total strip will be extended at the prede- 
termined prices which the branch is to pay and in this manner the 
sales and cost of sales for each branch will be obtained. These 
strips can be used as journal entries, thus eliminating the making 
up of a separate journal entry for each branch on the branch books. 

On the general books, a journal entry will be made crediting 
sales or inventories (according to the prices charged the branches) 
and charging Accounts Receivable-Branches with the total cost of 
sales for each branch, 

This eliminates the keeping of accounts for branch inventories 
and the necessity of pricing each inventory monthly unless it is 
needed for insurance purposes. At the end of the fiscal year, how- 
ever, each branch inventory will be priced and extended and these 
totals added to the other finished goods inventories of the company. 

It will be necessary to make the usual monthly closing journal 
entries for each branch covering the usual overhead items such as 
depreciation, insurance, etc., and any other miscellaneous items 
which will occur. Some of these entries can be made up during the 
month which will tend to reduce the usual monthly peak. 

Now that the entries for the branch accounting have all been 
prepared we will next turn our thought toward the general branch 
books. 
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My observations are that one of the electrically operated billing 
machines is the best suited for handling this work. 

Instead of keeping a general ledger for each branch, it is only 
necessary to keep one general ledger for all branches. It is neces- 
sary, however to have separate ledger sheets for the assets and 
liabilities for each branch. There will be but one set of operation 
accounts and the branch name or number will be typed in on each 
entry. At the end of the month a recapitulation will be made of the 
total expense for each branch. 

A subsidiary expense analysis will be kept. This expense an- 
alysis will consist of a large sheet about 17” x 17” with name space 
and twelve columns printed on each side. These columns will be 
headed “Month” and “Period.” There will be one set of sheets 
for each operation account and the names or numbers of each 
branch will be listed in the name space to the left. Each month the 
total expense for each branch will be listed in the month column 
and these figures added to the previous month’s total giving you 
month and period figures each month. 

The methods which have been outlined will, of course, vary to 
some extent, depending upon conditions peculiar to each individual 
business. 


METHOD OF BRANCH ACCOUNTING 


By R. W. Saunderson, Asst. Treasurer, 
Todd Company, Rochester, N. Y. 


| | pematery Accounting as here outlined, has been in use for 

several years and has proved satisfactory. From time to time 
changes have been made as new problems arise that require new 
ways of taking care of them. 

Branch Office Accounting, under the plan suggested, is carried 
on in the Branch Office with a working manager, who goes out 
every day and sells on a commission basis himself, as well as his 
salesmen. A combination stenographer and bookkeeper looks after 
all of the detailed office work, correspondence and weekly reports 
for the Home Office. 
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Each Branch Office is furnished with standard practice instruc- 
tions for taking care of the office details and for making out weekly 
reports for the Home Office. 
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RECORD OF SALE 


DATE 


MODEL DIAL No. 


SOLD 


ADDRESS 


COUNTY. SALESMAN... 


SALESMAN 
PRICE ORDER NO 


| ALLOWANCE_ ON. No 


FORM NO. 1542 25M 1-20-30 
Form 1 


The product sold is an office equipment device. i 


Inventory 


Machines are shipped to Branch Offices as required, on requisi- 
tion of the branch manager. A supply of from thirty to ninety 
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days is kept on hand at all times, depending on the distance from 
the Home Office. The Branch Office receives an invoice for each 
shipment, listing the kind of machine, model and number. 

Each Branch Office is furnished with a standard stock card. 
(See Form No. 1.) These cards are made in duplicate, with spaces 
provided for kind of machine, model and serial number, date re- 
ceived, etc. There are also spaces for the signature of salesman 
when machine is taken out of stock for demonstration, etc. The 
reverse side of the card is for record of the sale. After sale is 
recorded the cards are separated, the original filed numerically by 
class of machine and the duplicate geographically by customer as a 
later prospect for other kinds of merchandise. 

Semi-monthly, each Branch Office sends to the Home Office a 
complete inventory of machines on hand and out with salesmen. 
Each salesman is also required to send to the Branch Office an in- 
ventory, in duplicate, of machines which he may have on hand or 
on trial. One copy of this inventory is attached to the Branch 
Office inventory record. 


Weekly Report of Sales, Collections, etc. 

A special combination sales, cash, commission and cost of sales 
weekly report is sent to the Home Office covering sales made for 
the week. (See Form No. 2.) This report is required to be mailed 
by Monday evening for sales made during the previous week. 

Salesmen collect cash with the order, or part cash and a series 
of trade acceptances or checks payable each thirty days from date 
of order. There are also some time accounts. 

Each order is recorded on the Record of Sales Sheet (Form 
No. 2), listing in order the specific information required according 
to the terms of the sale. Each customer’s order is assigned a 
Branch Office number. If it is necessary to write regarding any 
order, it is referred to by Branch Office number and can be very 
quickly located. 

The Record of Sales is so lined up that each transaction can be 
proved if entered correctly. Reference to Form No. 2 will show 
that items in certain columns should equal items in other columns 
specified. Then, too, the profit to the Branch Office is shown in the 
last column for each sale. The total of the Branch Office profit 
column is carried forward to the Profit and Loss Statement. 
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ORIGINAL FOR ROCHESTER 


COMMISSION STATEMENT 


| 


BRANCH AT. 19. 
COMMISSION PAID ON MACHINE ORDERS LISTED BELOW TO 


MR. 
By CHECK ON THE BANK | 
8.0. ORDER eross DEDUCTIONS NET ALLOWANCE 
NUMBER NUMBER COMMISSION EXPRESS RESERVE | COMMISSION | REFUND 
} 
TOTALS 
REFUND ALLOWANCE 
TOTAL COMMISSION & REFUND ALLOWANCE 
OTHER DEDUCTIONS 
TOTAL DEDUCTIONS 
NET AMOUNT OF CHECK No. 


MANAGER'S SIGNATURE 


ONLY ISSUE ONE CHECK TO SALESMAN FOR THIS STATEMENT 
IF NECESSARY TO ISSUE MORE THAN ONE CHECK MAKE SEPARATE STATEMENT 


FORM NO PRINTED IN U.S.A. 


Form 3 
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The following forms are sent in with Weekly Record of Sales 
Report: 

1. Original copy of order signed by customer. 

2. Individual ledger sheet for each time sale. Ledger sheet 
is made at the same time invoice is made. (No ledger 
sheets are made on cash-with-order sales, or sales on 
which trade acceptances or series of checks are given.) 

3. Duplicate deposit ticket showing the amount of cash col- 
lected during the week. The duplicate deposit ticket is 
required to be stamped by the bank, showing that deposit 
has been made of all monies collected. Total as shown 
on deposit ticket must agree with cash column on Record 
of Sales Report. 

4. Trade acceptances or series of pre-dated checks on time 
accounts. These are recorded on Record of Sales in 
column provided. 

5. Commission statements (Form No. 3) for commission 
paid to each salesman. This form is made in triplicate. 
The original copy (white) goes to the Home Office ; the 
duplicate copy (blue) goes to the Branch Office; and the 
triplicate copy (buff) goes to the salesman. The same 
form is also used for checks drawn for miscellaneous ex- 
penses paid during the week. 

As intimated above, each Branch Office has a bank account in 
which to deposit money collected on customer’s accounts, also for 
the payment of salesmen’s commission each week and miscel- 
laneous Branch Office expenses. As often as the bank account will 
warrant, a transfer of funds is made to the Home Office for de- 
posit in head office bank account. These checks are sent in with the 
weekly report. 

Check Register Form No. 4 is furnished each Branch Office for 
recording the checks drawn. This report is provided with special 
columns in which to report various kinds of expenditures. Check 
register is sent in monthly instead of weekly. On the reverse side 
of Form No. 4 Check Register is a form for making up a recon- 
cilement of bank account. The balance is carried forward from 
the previous month, deposits are added to amount carried for- 
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ward and disbursements for the month deducted. This should 
show correct balance in the bank at the end of the month. 


Home Office Routine 


When Branch Office reports are received by the Home Office, 
a clerk familiar with this work is assigned to audit each report. 
Every order is checked against Record of Sales Report (Form 
No. 2) to see that proper set up has been made for establishing 
proper accounting entries and that all columns are totaled cor- 
rectly, etc. Items 1 to 5, inclusive, sent in with weekly report, are 
completely checked to guard against errors or irregularities. Each 
of the five items sent in with the weekly report are disposed of 
after auditing report as follows: 


1. Customer’s order sent to general file to be used as a pros- 
pect file in advertising other products than machines. 

2. Ledger sheet filed in visible binder for proper follow-up 
and collection of the account. 

3. Duplicate deposit ticket held in Branch Accounting De- 
partment until end of month for checking against bank 
statement when reconciling bank balances. Filed with 
bank statement. 

4. Trade acceptances and predated checks. These are 
recorded in a Register and given a serial number for ref- 
erence in collection, then filed by due dates. 

5. Commission statements are held in Branch Accounting 
Department until end of month to compare with check 
register to see that all entries are properly made and the 
check register in proper order. Commission statements 
are then filed by salesman for reference when necessary. 


Bank statements are checked against the reconcilement made by 
the Branch Office to see if correct. The balance of the reconcile- 
ment is then made, listing all outstanding checks and comparing 
the balance against the ledger balance for correctness of work. 

After all reports are received for any period, summaries are 
made and posted to Branch Office ledgers on a bookkeeping ma- 
chine. All of the posting for about eighty offices is done by one 
operator. Our ledger for each office is a separate unit in itself. 
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Period Income Statement 


SALES 
Machine 
Combination Check 
Check and Letterhead 
Tota: 
INCOME 


OfSce Commission oa Check and Letterhead Sales | Per Commission 
Commission on Insurance Sales Statements attached 
Net Income from Service Sales (See Detail of Service) 

Allowance fur Service Maintenance 


Tota: Gaoss 


EXPENSES 
Advertising—Telephone Directory, Etc. 
Allowancee—Branch Share of Refunds on Trade-ins 
Bond Premiume— oe Bonds {or Managers and Salesmen 
Collection—E xpense of Collecting Delinquent Ace's and Bank Collee. Chg. 
Depreciation —On Branch Offce Equipment. 
Discount—For Collecting Post Dated Checks, ete. 


Losses on Customers’ Accounte—when not covered by P. D. Checks 
Losece on Salesman's Accounts 
Manager's Profit—Prior Periods 


Name Plates, Indem. Nos, Voucher Supports and to B. O. 


Torta: Expenses 
Ner Paorrr or Baance 
Sanviceman's 
Mansoaa’s Paortt 
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1 Tota. 
From — 
| Te 
Gross Profit from Record of Sales (Colume 22) 
Adjustments (per Recoacilement Sheet attached) § 
: Adjusted Grove Profit oo Machine Sales 
i Bonus on Check Sales 
Bonus en Machine Sales 
. Income from Cancelled Sales 
be Income from Leases 
Territorial Commissions Received 
Income from Service 
Drawing Accounts 
Freight and Express 
Service Maintenance 
Insurance on Merchandise—Fire Insurance Premium 
Compensation Insurance 
Miscellaneous 
Ofgce Commission Charged Back on Uncollectible Accounts 
Postage 
Rent and Light 
Salaries, Clerical 
Sales Discount taken by Customer 
Service Parte—Shipped to Branch 
Serviceman’s ProGii—Prior Periods 
Taxes 
Telephone and Telegraph 
Territorial Commiscione Paid 
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BRANCH 
Period Endin, MANAGER 
ASSETS 
Accounts Receivable 101 
Salesmen’s Accounts 106 
Bank 107 
Bond Premiums Paid in Advance 108 
Drawing Acct. 12 
MAN ACERS PRODUCTION Kagenses Paid Advance us 
uot General Indemnity Corp. 116 
Machine Sales Merchandise (Machines) tra) 
Check & Letterhead Sales Insurance Salesmen's Boode—Ciaim Acct. [126 
Insurance Sales Notes Receivable 130 
Ufice F. & F. 131 
Petty Cash 
Toran Prepaid Freigut 136 
Prepaid Cost of Comb. 137 
Total Commission cerned by Munage: Prepaid Rent 138 
Taxes Paid in Advance 465 
DETAIL OF SEKVICE Allowance Account “7 
INCOME urrent Period Year to Date Defcit—Serviee Man 109 
Grose Profit Service Sales (pur Cal 21 8.O.RS.) Deficit—Previous Years 
Adjustments per Recoacilement 
Income—Service a 
Commission Serviceman’s Sales Totat Assets 
Servicing Guaranteed Machines 
Servicing Tradeins Delierred Service Income us 
Servicing S. S. S. (Rech) Exp. Accounts Payable 16 
Servicing S. S. & S. (Rech.) Time ” Deferred Commissson 9 
Sales Co. lovestment Acct. 181 
OS Se Reserve for Depreciation on F. & F. 187 
EXPENSES ” Reserve for Compensation 188 
Service Salary 6 Reserve for Taxes 189 
Service Expense or Reserve for Service Men's Deficit 190 
Reserve i 
Manager's Reserve (end of last period) 192 
Tora Exrenses Seaviceman's 
Manacea’s Prosit 
Ner Income 
PROFIT DISTRUBUTION The above Balance Sheet represeats the detail of the invest- 
Applied on Manager's Account 10% meat in the above Branch Office by Tus imme Company 
> @ and has no bearing om your profi or loss. 
« REMARKS 
Added to Manager's Reserve a/c 192 
Paid SERVICE SUMMARY 
Total Profit thie Period 7 Service Maintenance Allowed (a/c 80) % 
Profit or Loss from Operation of Service 
Manager's Reserve ead of Last Period ’ Department s 
Add Portion of Praft Applied this Period 
Tota) Reserve Balance o Date 
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Separate trial balances are taken and Profit and Loss Statement 
made out for each office. (See Form No. 5.) Sales are shown on 
this statement to compare with quotas. Sales, however, are not 
used here in determining profit or loss. 


The first item of income shown on the statement is taken from 
the Record of Sales Weekly Report for the period for which the 
statement is being made. If there are any corrections on the re- 
port turned in by the Branch Office, a statement is made and at- 
tached showing changes. The income from service is handled in 
the same way as on other sales but shown separately so as to give 
the Service Department credit for its share of the profit, if any. 

Profit and Loss Statements are usually all completed in about 
two weeks after the close of any month. The exception to this is 
at the end of the year when closing the books. 


The whole Branch Office set-up is uniform and works out very 
satisfactorily, giving very nice comparative reports, all reports be- 
ing handled in the same way and by the same group of eight clerks 
and bookkeepers who operate under a group bonus arrangement. 


Collection of accounts is done by the Collection Department at 
the Home Office. This method has worked out more satisfactorily 
than collecting through various Branch Offices. It gives a better 
control over accounts, and a much closer follow-up system can 
be maintained than if depending on various offices. 


Inventory of Machines in Branches 


The Home Office inventory record of machines is kept by tabu- 
lating machine method. A card is punched for each machine pro- 
duced. At the time machines are shipped to branches, this infor- 
mation is added to the card and it is then filed under the name of 
the Branch Office to which shipped, proper transfer being made 
crediting factory inventory and charging branch inventory account. 


When a machine is reported sold it is pulled from stock and the 
sales record punched thereon and filed with the sales cards. 

The balance of the cards in file are listed for inventory pur- 
poses. These lists are compared with inventory received from the 
Branch Office and if there are any differences the Branch Office 
is written at once. 
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CASH PROCEDURE FOR BRANCH HOUSES 


W. L. Jordan, Assisant Treasurer, 
Delco Appliance Corporation, Rochester, N. Y. 


ROVISION of sufficient available cash for current require- 

ments without having the money lie idle for long periods re- 
quires the closest vigilance on the part of the Financial Division 
of any business or institution. A commercial enterprise operating 
a number of branches at various locations distant from the Home 
Office or parent company finds this problem increasingly important 
as the number of branches is increased. At the same time, the put- 
ting to work of cash receipts by having them begin immediately 
to draw interest, is a matter of first importance and requires 
prompt deposits at all times. This, too, becomes an increasingly 
important matter for the commercial enterprise operating with an 
increasing number of branch houses. 

Undoubtedly there are a number of accounting procedures in 
use by commercial institutions operating branch houses that take 
care of providing sufficient funds for checking purposes as well as 
necessary facilities for prompt credit to the account of the Home 
Office of deposits of cash receipts; a simple but workable pro- 
cedure is outlined in the following paragraphs that takes care of 
these two features enumerated. 


Checking Account 


Assuming that a commercial enterprise is operating ten branches 
from its Home Office and that, in order to provide the necessary 
cash funds for each branch house, it is necessary to have a current 
bank balance in each of the ten cities of $5,000, this would require 
a total of $50,000 to be kept available among the ten different 
cities, and for a part of each month, at least, this would be lying 
idle and would not be required for current needs. To reduce the 
number of separate checking accounts, consequently reducing the 
total amount needed as a continuous bank balance a central fund 
in a bank in a central city is established to be used by all the 
branches for checking account purposes. 

Similar checks are used by all the branches, and each check would 
carry the name and address of the Home Office or parent company, 
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name of the bank carrying the central fund on which all checks are 
drawn, and space for the name or number of the branch, the latter 
data being filled in by the branch when the check is issued. The 
checks are issued in triplicate, each copy having a different color, 
the original going to the payee, the duplicate to the Home Office 
and the triplicate retained in the files of the branch. To the Home 
Office copy may be attached any papers supporting the expendi- 
ture. The file copy would be used by the branch for making its 
accounting entries. 

The duplicate or Home Office copy is mailed to the Home Office 
of the company at the end of each day and from this duplicate 
copy, the Home Office reimburses the bank account by adding all 
of the checks which have come in from the ten branches together 
and issuing one check to the central bank for the total amount 
drawn against the central fund for that particular day, by all of the 
branches. By this method, a fund of from $10,000 to $15,000 can 
be made available in the central bank for all the branches and by 
reimbursing this fund from the Home Office for a total of all the 
checks issued by all of the branches, the fund can be replenished 
in sufficient time to avoid any overdraft by reason of the numer- 

‘ous checks issued by each of the branches. 

The amount of this central fund will depend upon the number 
of the branches, the distance from the central office and the total of 
checks written. A strict procedure must be established with the 
branches which requires that the duplicate copies of the checks 
issued for the day, be mailed to the Home, Office the same day the 
checks are issued by the branch in order that the Home Office may 
make reimbursement before the original check has cleared through 
the bank. 

The usual authorization for signatures by the several branch 
personnel should be carried out in the usual way as well as any 
other features in connection with the matter of handling checks. 
If the Home Office desires to audit the checks written, all support- 
ing papers can be attached to the Home Office copy and mailed 
in daily. 

Deposit of Receipts 

With respect to Cash Receipts, these may be promptly placed to 

the credit of the Home Office account by using a local bank in the 
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city of each branch as a depository. The branch offices make up 
their daily deposits in the regular way except that a quadruplicate 
deposit ticket is used providing a copy which may be forwarded 
to the Home Office by the branch, and a copy which would be re- 
ceipted and mailed by the bank to the Home Office to be checked 
with the copy of the deposit ticket mailed in by the branch. 

A remittance advice listing information other than the amount 
of the money received, such as date, invoice number, name of cus- 
tomer paying, etc., would be made up by the branch supporting the 
deposit ticket and attached to the deposit slip when it is mailed to 
the Home Office by the branch. 

Arrangements would be made with the depository banks used 
by the branches to transfer all money over a determined amount 
to the depository used by the Home Office. This would permit the 
depository banks of the branches to have on deposit at all times, a 
favorable balance on which the Home Office could be enjoying an 
interest rate, such arrangement permitting a rapid clearance for 
checks received, and also working to the mutual advantages of the 
several depository banks as well as the Home Office of the com- 
mercial enterprise. 


Illustration 

Assuming that the Home Office of this particular company is in 
Cincinnati, Ohio and that it has ten branches in the cities from St. 
Louis in the West, Atlanta on the South and Detroit on the North 
with Boston as the most Eastern branch, a central bank in New 
York City could be designated as depository for the central fund, 
of say $10,000 to be used for checking purposes by all of the 
branches and on which bank all branch checks would be drawn. 
Daily, the branches in all of these cities would mail the “Home 
Office” copy of the checks issued for the day to Cincinnati where 
these copies would be accumulated and a check for the total drawn 
in favor of the central bank in New York City and mailed to it. 

Just as in the handling of any Petty Cash Fund, this procedure 
would restore the central fund to its original amount and strict 
adherence to this procedure would permit the receipt by the central 
bank in New York City of funds from the Home Office in Cin- 
cinnati in sufficient time to avoid an overdraft by reason of having 
paid checks for which reimbursement had not been made. The 
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monthly bank statement of this central fund, together with the can- 
celled checks, would be mailed to the Home Office in Cincinnati 
where the reconciliation of the bank account would be made by the 
Home Office. 

Each branch makes a daily deposit of cash receipts, turning over 
to its local depository the first and second copies of the deposit 
slips, mailing the third copy (with the daily remittance advice) to 
the Home Office at Cincinnati and retaining the fourth copy for 
its branch files. The bank receipts the second copy of the deposit 
ticket and mails it to the Home Office at Cincinnati where it is 
matched with the third copy of the deposit ticket mailed in by the 
branch. 

The above procedure could be varied to meet individual con- 
venience and can be made practical in operation for practically any 
number of branches. 


A SCORING PLAN AS AN AID TO MANAGEMENT OF 
BRANCH OFFICES 


By Charles W. Tucker, Controller, 
H. P. Hood & Sons, Inc., Boston, Mass. 


5 haeene little that is done in this so-called scientific age may be 


classified as being strictly original with those who carry into 
effect supposedly new projects of one kind or another, and the plan 
described herein is no exception to the general rule. In fact, there 
is very little about it that can be claimed as even approaching 
originality, unless possibly its application to the office problems of 
dealers in dairy products may entitle it to such distinction. 

The purpose of this article is to describe briefly how the branch 
office management problems of a large dealer in dairy products 
are being greatly minimized by means of a simple system of scor- 
ing of the several phases of activity within the control of the 
clerks employed in the branch offices located, in some instances, as 
far as two hundred miles or more from headquarters. 

At the present time, the company with which the writer is con- 
nected maintains, throughout the New England states, twenty-two 
offices in connection with milk branches and _ twenty-four 
offices to serve the purposes of ice cream branches, in addition to 
a general headquarters office. Thus it will be understood that the 
problem of “remote control” of these clerical units, which in all 
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account for approximately twice as many clerks as the general 
headquarters office force, is one for the correct solution of which 
those charged with the responsibility for the office management 
function may well exercise such ingenuity as it may be their good 
fortune to possess. 

Shortly after being privileged to serve on the directorate of the 
Boston Chapter of the National Association of Cost Accountants, 
it became very apparent to me that the activities of the Association 
through its local chapter organizations had attained a degree of 
excellence which I doubt very much would have been possible of 
accomplishment without the incentives provided by the rules of the 
Stevenson Trophy Contest, named after one who served the Asso- 
ciation with distinction in the office of national president several 
years ago. I was soon impressed with the fact that those respon- 
sible for various functions were keenly interested because a 
definite plan was in operation by which the results of their efforts 
could be measured. It was not surprising, therefore, that the idea 
of applying similar principles to the solution of my branch office 
problems should have presented itself. 

The plan, for the rating of branch offices which evolved was 
patterned somewhat along the lines frequently employed by school 
teachers in grading students. As the teacher allots certain 
“weights” to various phases of student’s work, as for example, so 
much to oral recitations, so much to homework and so much to 
examinations, we similarly decided that of a possible one hundred 
points obtainable by each office in each quarterly period, the maxi- 
mum number of points for each phase of activity would be as 


follows : 
Points 

1. Wage Cost Per Unit of Sales.............ccceeeees 20 
2. Promptness in Getting Out Monthly Bills............ 15 
3. Ability in Getting Results with and for Route Dept... 15 
4. Promptness in Sending Reports to Head Office....... 15 
5. Accuracy and Appearance of Reports............... 15 
7. Appearance of Office and Records.................. 10 
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Obviously, in order to compile proper scores for forty-six offices 
in accordance with such scoring divisions as shown above, the gen- 
eral office manager is obliged to regularly and impartially review 
what is taking place and to keep a detailed record of the various 
data necessary for scoring purposes. 


Wage Cost Per Unit of Sales: 


It is not strange that this particular scoring division should ap- 
pear at the top of the list. This, as our office manager expressed 
it, is the “one big bull’s-eye” at which the bulk of our efforts are 
directed. Keeping down cost while maintaining quality perform- 
ances is, of course, the whole problem in a nutshell. The clerical 
wage cost of each office is readily obtainable from the payroll 
records. These figures, together with sales in terms of units, pro- 
duce the clerical cost per unit. 

Various methods of allocating the points obtainable under this 
heading could undoubtedly be employed with favorable results. 
We decided, however, that the office obtaining the lowest cost per 
unit during any particular quarterly period under review was en- 
titled to the maximum of twenty points and that the office with the 
‘highest cost should not receive any credit, the other offices in be- 
tween being rated proportionately. 


Promptness in Getting Out Monthly Bills: 


As is the case with most businesses, promptness in getting out 
the monthly bills is very essential. The scoring of this part of 
branch office work is based on memorandums sent to the general 
office manager by the chief clerks. These memorandums show the 
date when the monthly bills are completed, and must bear the ap- 
proval of branch sales superintendents. Offices which complete 
this work by the second of the month are entitled to the maximum 
of fifteen points. For each day later than the second, a reduction 
of three points is made. 


Ability in Getting Results with and for Route Department: 


The scoring under this heading is dependent very largely upon 
the judgment of the general office manager based on data gathered 
in a number of ways. The degree of success which chief clerks 
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and cashiers attain in making sure that settlement sheets, discount 
vouchers, cash slips and similar papers are properly filled out, 
signed and approved may be ascertained very satisfactorily by ref- 
erence to branch auditors’ reports. Handling telephone contacts 
with customers, taking orders, etc., receive due consideration in 
this connection. A system of testing telephone operators and order 
clerks definitely facilitates the scoring of the operations just 
mentioned. 


Promptness in Sending Reports to Head Office: 


We consider this responsibility to be so important to the suc- 
cessful operation of our clerical and accounting procedures that we 
had no hesitancy in allotting fifteen points as a maximum obtain- 
able under this heading. Schedules showing the dates when all 
reports are due at headquarters have been furnished to all chief 
clerks. Three points are deducted per report for each day late. 
We believe that the inclusion of this phase of operations as a 
factor in the scoring has been of material aid in speeding up the 
presentation of monthly financial statements. 


Accuracy and Appearance of Reports: 

In order that the importance given to promptness in sending re- 
ports to the head office should not result in a detrimental manner 
to accuracy and neatness, it was apparent that the “workmanship” 
displayed in the preparation of these reports should receive due 
consideration. Fifteen points, therefore, were also allotted to this 
phase of the work. The scoring of the offices for accomplishments 
under this caption is again a matter of personal judgment based 
to a large extent on carefully compiled records of errors made and 
departures from orderly arrangement, thoroughness and legibility. 
Filing: 

Each office has been furnished with a schedule showing how 
long each kind of record should be preserved in order to meet 
legal, auditing, reference and managerial requirements. Informa- 
tion for the purpose of scoring the offices on their ability to main- 
tain proper filing conditions is gleaned from auditors’ reports and 
the personal observation of the general office manager or his rep- 
resentative in the course of tours of inspection. Although a seem- 
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ingly unimportant feature, we have found that the condition of the 
files has an important bearing on the functioning of the offices 
and consequently, therefore, have felt more than justified in 
placing emphasis on such importance by including filing in the 
scoring plan. 


Appearance of Office and Records: 


In the same way that insistence on good “housekeeping” has 
proven of distinct worth at the head office, we are convinced that 
the results accruing from well kept branch offices amply support 
our position in holding chief clerks strictly accountable for order- 
liness in connection with both equipment and records. Here again 
the scoring is done on the basis of comments contained in auditors’ 
reports and the personal observation of the general office manager 
or his representative. 


Although we compute the scores monthly, only quarterly stand- 
ings are announced. The quarterly standings are arrived at as the 
result of taking simple averages of the scores of three consecutive 
months. 

_ As the provisions of the Stevenson Trophy Contest have ele- 
vated the chapter work of the National Association of Cost Ac- 
countants to a higher plane than would have been reached without 
the aid of such an “accelerator,” similarly, I believe, we have 
made noticeable headway in branch office administration by the 
adoption of a plan which is so simple that one might be tempted 
to doubt its practical value. Suffice it to say, however, that our 
branch office clerical costs have been appreciably reduced since the 
installation, and performances are very much improved. 

In connection with every announcement sent to the branch offices 
from the head office relative to the point scoring plan, every oppor- 
tunity is taken for stressing the importance of the chief clerks, 
believing that the success of the entire program is dependent to a 
great degree on the extent to which these key people develop and 
maintain enthusiasm for the work in which they are engaged. 

The plan as described has recently been somewhat amplified by 
the introduction of money incentives. Three sets of cash prizes 
are paid to the clerks identified with the offices in each division 
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(milk and ice cream) which secure the first three places each quar- 
ter. Again, in order to place the chief clerks apart from the other 
clerks in importance, their prizes have been set at figures in excess 
of those to be paid the other clerks in the winning offices. In ad- 
dition, a special cash prize is paid to the chief clerk of the office in 
each division which shows the greatest progress during the period, 
whether entitled to the other prize money or not. These money 
reward features were introduced in the belief that increased inter- 
est is inevitable and that the extra results obtainable will justify 
the continuance of the money prizes. This has already been amply 
substantiated. 
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